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1 Introduction

Q. Please state your name and business address.

A. My na me  is  J e ff S chle ge l. My bus ine s s  a ddre s s  is  1167 W. S a ma la yuca  Drive ,
Tucs on, Arizona  85704-3224.

Q. For whom  a nd in wha t ca pa city a re  you te s tifying?

A. I a m  te s tifying on be ha lf of the  S outhwe s t Ene rgy Effic ie ncy P roje c t (S WEEP ). I a m
the  Arizona  Re pre s e nta tive  for S WEEP .
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Q. P le a s e  de s cribe  the  S outhwe s t Ene rgy Efficie ncy P roje ct.

A. S WEEP  is  a  public  inte re s t orga niza tion de dica te d to a dva ncing e ne rgy e fficie ncy a s
a  me a ns  of promoting both e conomic pros pe rity a nd e nvironme nta l prote ction in the
s ix s ta te s  of Arizona , Colora do, Ne w Me xico, Ne va da , Uta h, a nd Wyom ing. S WEEP
works  on s ta te  e ne rgy le gis la tion, a na lys is  of e ne rgy e fficie ncy opportunitie s  a nd
pote ntia l, e xpa ns ion of s ta te  a nd utility e ne rgy e fficie ncy progra ms  a s  we ll a s  the
de s ign of the se  progra ms , building e ne rgy code s  a nd a pplia nce  s ta nda rds , a nd
volunta ry pa rtne rs hips  with the  priva te  s e ctor to a dva nce  e ne rgy e fficie ncy. S WEEP
is  colla bora ting with utilitie s , s ta te  a ge ncie s , e nvironme nta l groups , unive rs itie s , a nd
e ne rgy s pe cia lis ts  in the  re gion. S WEEP  is  iiunde d prima rily by founda tions , the  U.S
De pa rtme nt of Ene rgy, a nd the  U.S . Environme nta l P rote ction Age ncy

30
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Q. Wha t a re  your profe s s iona l qua lifica tions ?

A. I am an independent consultant specia lizing in policy ana lys is , eva lua tion and
research, planning, and program design for energy efficiency and clean energy
resources. I consult for public groups and government agencies , and I have  been
working in the  fie ld for ove r 20 ye a rs . In a ddition to my re spons ibilitie s  with
SWEEP, I a rm working or have  worked extensive ly in many of the  s ta tes  tha t have
e ffective  ene rgy e fficiency programs, including Ca lifornia , Connecticut
Massachuse tts , New Jersey, Vermont, and Wisconsin. In 1997, I rece ived the
Outs tanding Achievement Award from the  Inte rna tiona l Energy Program Eva lua tion
Conference . Shave represented SWEEP before  the  Commission since  2002
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Summary of Testimony and Recommendations

Q. Please summarize your testimony.

A. I will te s tify tha t:

The  Commission should increase  energy e fficiency in the  Tucson Electric Power
Company (TEP) se rvice  te rritory as  soon as  possible  to achieve  s ignificant and
cost-e ffective  benefits  for TEP customers , the  e lectric system, the  economy, and
the  environment.

Demand-side  management (DSM) and energy efficiency programs proposed by
TEP are  be ing reviewed by Staff and the  Commission in a  separa te , para lle l
docke t.

It is not in the public interest to delay the implementation of expanded and new
cost-effective energy efficiency programs for TEP customers until after the
conclusion of this rate case, which could be as late as 2009.
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Specifica lly, the  Commiss ion should provide  cos t-recove ry for Commiss ion-
approved DSM programs, including for the  new and expanded programs tha t a re
in the  process  of Commiss ion review, to benefit TEP cus tomers  in a  time ly
manner, and by no la ter than June  4, 2008, by e ither:

(1) Reviewing the  DSM Adjus tor Mechanism proposed by TEP ea rly in the
hea ring process  and approving the  DSM Adjus tor Mechanism (with any
Commission-adopted revis ions) in an early order in this  ra te  case , or

I

(2) Implementing an accounting or othe r mechanism to provide  inte rim cos t
recovery for Commiss ion-approved DSM programs and expenditures , until
such time  tha t the  DSM Adjustor or other mechanism is  adopted by the
Commiss ion
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The Publie Interest: Benefits of Increasing Energy Efficiency

Q. Wha t is  the  public inte res t in increas ing ene rgy e fficiency in the  TEP se rvice
te rritory?

A. Increasing energy efficiency will provide significant and cost-effective benefits for
TEP customers (residential consumers and businesses), the electric system, the
economy, and the environment. Increasing energy efficiency will save consumers
and businesses money through lower electric bills, resulting in lower total costs for
customers. Increasing energy efficiency will also reduce load growth, diversify
energy resources, enhance the reliability of the electricity grid, reduce the amount of
water used for power generation, reduce air pollution and carbon emissions, and
create jobs and improve the economy. In addition, meeting a portion of load growth
through increased energy efficiency can help to relieve system constraints in the
Tucson-area load pocket.

By reducing electricity demand, energy efficiency mitigates electricity and fuel price
increases and reduces customer vulnerability and exposure to price volatility. Energy
efficiency does not rely on any fuel and is not subject to shortages of supply or
increased prices for fuels.

Energy efficiency is  a  re liable  energy resource  tha t costs  less  than other resources for
mee ting the  energy needs  of customers  in the  TEP se rvice  te rritory. The  tota l cost
(sum of program and customer costs) for energy e fficiency savings  is  two to three
cents  pe r life time  kph saved, de live red to the  cus tomer. This  is  s ignificantly le ss
than the  cost of conventiona l genera tion, transmiss ion, and dis tribution.

Commis s ion Review of the  STEP-Propos ed DSM Program Portfolio

Q. Are  S ta ff and the  Commiss ion reviewing STEP-proposed DSM programs, including
new and expanded programs, in a  separate , paralle l docket?

A. Yes, the  STEP-proposed DSM Portfolio is  be ing reviewed in a  separa te  docket in
para lle l to this  ra te  case  proceeding.

Q. Do you plan to comment on the  proposed DSM programs in your te s timony in this
rate  case proceeding?
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1

2

When Might TEP Customers Experience the Benefits of
Increased DSM and Energy Efficiency Programs?

4
5
6
7

Q. Conside ring the  direct te s timony of TEP in this  case , when do you es tima te  TEP
might increase  its  e fforts  and implement additiona l cos t-e ffective  DSM and energy
efficiency programs, and when do you estimate  TEP customers  might rece ive  the
benefits  of such programs (assuming Commission approva l of the  additiona l TEP
proposed programs)?

1 0

1 1

1 2

A. Based on the  TEP direct te s timony (Tom Hansen direct te s timony, p. 8), apparently
TEP proposes  to wait until a fte r the  conclusion of this  ra te  case  to implement the
STEP-proposed DSM Portfolio of new and expanded DSM programs. TEP is
reques ting tha t the  DSM Adjus tor and the  DSM Portfolio be  e ffective  s imultaneous ly
which, absent ea rly action by the  Commiss ion, would apparently not take  place  until
a fte r the  fina l orde r in this  proceeding

17 If the DSM program cost-recovery issues are not addressed until the end of this rate
case proceeding, and if the new and expanded DSM programs are not implemented
until sometime after the completion of the rate case, customers might have to wait
until 2009 before they experience the benefits of the new and expanded DSM and
energy efficiency programs

24
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Q. Is  the  e s tima ted timing you describe  above  reasonable?  Is  it in the  public inte res t?

29

A. No, the  e s tima ted timing is  not reasonable  and it is  not in the  public inte res t
De laying the  implementa tion of cos t-e ffective  DSM programs to such a  degree
disadvantages customers and increases the  tota l costs  customers pay. In the  scenario I
describe  above, customers would not have access to new and expanded cost-effective
DSM and ene rgy e fficiency programs until 2009

The  timing a nd the  e nd re sults  of such a  de la y in the  imple me nta tion of cos t-e ffe ctive
DS M a nd e ne rgy e fficie ncy progra ms  a re  cle a rly counte r to the  public  inte re s t

34
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Q. Would time ly Commiss ion a pprova l of DSM cos t-re cove ry provide  va lue  to
customers and be  in the  public interest?

39
40

A. Ye s . Time ly Commiss ion a pprova l of a  DSM cos t-re cove ry me cha nism, e ve n a n
inte rim mechanism, would speed the  implementa tion of cos t-e ffective  DSM and
energy e fficiency programs approved by the  Commiss ion, which by de finition means
that the  DSM programs and associa ted ding would provide  pos itive  ne t bene fits
increased financia l va lue . and lower tota l costs  for TEP customers
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Two Options for Timely Commission Approval of DSM Cost-Recovery

3 Q. Wha t options  do you recommend for time ly Commiss ion approva l of DSM cos t
recovery in this  proceeding

6 A. Specifica lly, the  Commiss ion should provide  cos t-recove ry for Commiss ion-approved
DSM programs, including for the  new and expanded programs tha t a re  in the  process
of Commiss ion review, to benefit TEP customers  in a  time ly manner, and by no la te r
than June 4, 2008, by e ither

(1) Reviewing the  DSM Adjus tor Mechanism proposed by TEP ea rly in the  hea ring
process  and approving the  DSM Adjus tor Mechanism (with any Commiss ion
adopted revis ions) in an early order in this  ra te  case , or

(2) Implementing an accounting or other mechanism to provide interim cost-recovery
for Commission-approved DSM programs and expenditures, until such time that
the DSM Adjustor or other mechanism is adopted by the Commission

Other DSM Issues
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Q. Is  a  DSM Adjus tor Mechanism an appropria te  mechanism for DSM cos t-recove ry

A. Yes , SWEEP supports  the  use  of a  DSM Adjus tor Mechanism for DSM cos t
recovery, and a  DSM Adjus tor is  used by APS to recover a  portion of Commiss ion
approved DSM expenses . SWEEP will comment on the  specific des ign of the  TEP
proposed DSM Adjus tor Mechanism in its  direct te s timony on ra te  des ign and cos t of
se rvice

31
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Q. What a re  your positions  on the  two incentive  mechanisms proposed by TEP?

37

A. SWEEP supports  the  DSM Performance  Incentive  proposed by TEP (Tom Hansen
direct testimony, pgs. 14- 15) and has supported a  s imilar performance  incentive
mechanism for APS. In this  pe rformance-based incentive  mechanism, TEP would
have  the  opportunity to earn up to 10% of the  measured ne t benefits  from the  e ligible
DSM programs, capped a t 10% of the  actua l program spending. This  is  a  pos itive
incentive  to encourage  the  achievement of ne t benefits , with a t least 90% of the  ne t
benefits  accruing to customers

40
SWEEP disagrees with the  TEP assertion that the  purpose  of the  performance
incentive  mechanism is  to mitiga te  the  e ffect of ne t los t revenues on the  company
(Tom Hansen direct te s timony, p. 14). The  purpose  of the  pe rformance  incentive  is  to
encourage  the  achievement of ne t benefits  for customers, through the  sharing of a
sma ll portion of those  ne t bene fits  with the  utility program adminis tra tor
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SWEEP also supports the  STEP-proposed enhanced financial incentive for certa in high
energy-efficiency expenditures  (Tom Hansen direct tes timony, pgs. 11-13), for asse ts
insta lled a t TEP customer premises  tha t a re  financia lly supported by investments  TEP
would make  in addition to the  DSM program funding, and subject to the  conditions
TEP se t forth (Tom Hansen direct te s timony, p. 12). However, it is  not clea r to
SWEEP tha t TEP needs an additional financia l incentive  from ra tepayers  to increase
the  e fficiency and reduce  the  losses  of the  transmission and dis tribution system it
owns and operates

1 1
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1 3

Q. Does that conclude your direct testimony

A. Ye s


